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Subject: REQUEST FOR DISCOVERY in the Applications of Payson Water 
Company for an Increase in its Rates and Charges for Utility Service, and to Incur 
Debt and Encumber its Property as Security for Such Indebtedness. 

DOCKET NO. W-03514A-13-0111 and W-03514A-13-0142 (consolidated) 

I, Thomas Bremer, Water Chairman of the East Verde Park (EVP) community, have 
been granted status as an intervenor in the subject consolidated dockets. I request that 
Payson Water Company (PWC) answers the following written interrogatories: 

1. Please explain the relationship between the Mesa del Caballo (MDC)-Cragin project 
and its financing, and the general fee and rate increase affecting all communities 
served by PWC. If there is no relationship between these two matters, then why did 
PWC find it necessary to propose both in the same request, Document 000014551 1 
of Docket W-03514A-13-0111 , dated April 22,201 3? 

2. Referring to Document 000014551 1 of Docket W-03514A-13-0111 , dated April 22, 
2013: PWC’s consultant, Thomas J. Bourassa, notes that “ the Company is 
proposing to consolidate rates for all of its systems into one.” [Bourassa Testimony, 
p14] There is no explanation given why, other than “this makes the most sense”. 
Please explain why it is deemed just and reasonable per Arizona Revised Statute 
40-361 to charge all PWC customers the same base fees and rates throughout the 
various communities served by PWC, without regard to differences in the cost of 
providing services in the individual communities. 

3. Will all of the costs of financing and operating the MDC-Cragin project be entirely 
paid by PWC customers in the MDC community, specifically through debt recovery 
surcharges, operating and maintenance recovery (O&M) surcharges, and Town of 
Payson commodity cost recovery surcharges? 

4. Will any of the costs of financing and operating the MDC-Cragin project ever be 
charged to PWC customers in communities outside the MDC community? 

5. Referring to Document 000014551 1 of Docket W-03514A-13-01 I 1  , dated April 22, 
2013: PWC’s accountant, Thomas Bourassa is asked by ACC staff, “When would 
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6. 

7. 

8. 

the debt recovery surcharge [for the MDC-Cragin Pipeline] cease?”[Bourassa 
Testimony, p18] Mr. Bourassa responds, “In the next rate case, I anticipate the 
recovery of the capital costs and depreciation would be included in base rates and 
the Debt Recovery Surcharge could be discontinued.” In light of PWC’s stated 
objective to consolidate rates for all of its systems into one, this suggests that in the 
next rate case the recovery of the capital costs and depreciation for the MDC-Cragin 
Pipeline will be included in base rates for all customers of PWC, not only customers 
at MDC. This contradicts PWC’s previous statement in the referenced document 
that the costs of the MDC Cragin project will be paid entirely by PWC customers in 
the MDC community. Please explain. 

Referring to Document 000014551 1 of Docket W-03514A-13-0111, dated April 22, 
2013: PWC’s accountant, Thomas J. Bourassa is asked by ACC staff, ‘‘When 
would the O&M recovery surcharge [for the MDC-Cragin Pipeline] cease?”[Bourassa 
Testimony, pl9] Mr. Bourassa responds, “In the next rate case, I anticipate the 
recovery of the O&M costs would be included in base rates and the O&M Cost 
Recovery Surcharge would be discontinued.” In light of PWC’s stated objective to 
consolidate rates for all of its systems into one, this suggests that in the next rate 
case the operating and maintenance costs for the MDC-Cragin Pipeline will be 
included in base rates for all customers of PWC, not only customers at MDC. This 
contradicts PWC’s previous statement in the referenced document that the costs of 
the MDC Cragin project will be paid entirely by PWC customers in the MDC 
community. Please explain. 

Referring to the financial data on page 3 of Document 000014551 1 of Docket W- 
03514A-13-011 I , dated April 22, 2013: The following summary of the basis for rate 
and fee increases is given “During the test year [2012], PWC’s adjusted gross 
revenues were $320,525 from water utility service. The adjusted operating income 
(loss) was $1 82,479, leading to an operating income deficiency of $255,020.” [p3]. 
Please explain the difference between an “operating income (loss)” and an 
“operating income deficiency”. 

Referring to the financial data on page 3 of Document 000014551 1 of Docket W- 
03514A-13-0111, dated April 22, 201 3: Since revenue minus operating expenses 
equals operating income, PWC’s operating expenses in the 201 2 test year are 
calculated to be approximately $503,004 [Le.: $320,525 - (-$I 82,479) = $503,0041. 
Furthermore, PWC’s requested revenue increase of $399,785 will provide a total 
revenue after the rate and fee increase of $720,310 [Le.: $320,525 + $399,785 = 
$720,3101. PWC is not claiming any change in operating expenses, other than costs 
related to the MDC-Cragin project, which are claimed to be supported by charges to 
MDC customers separate from the general rate and fee increases for all PWC 
customers. Therefore, the financial data on page 3 of the reference document 
indicate an operating income after the rate and fee increases of $217,306 [Le.: 
$720,310 - $503,004 = $217,3061, providing a return on the stated $659,457 fair 
value rate base of 32.95% [Le.: $217,306 / $659,457 = 32.95%) This is 
considerably higher than the stated target 1 1 % rate of return on the fair value rate 
base from water operations. Please explain the disconnect. 
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9. What are the benefits of the MDC-Cragin project to PWC customers in communities 
outside of MDC? 

1 O.The PWC customers in the East Verde Estates (aka “East Verde Park” (EVP) have 
long complained that the current base fee and rates for water service, though 
affordable, do not provide a good value in light of the decrepit state of the water 
infrastructure in the community. The complaints of EVP residents are summarized 
in the attached “Petition to Prevent Unjust and Unreasonable Increase in Fees and 
Rates for Water, Proposed by Payson Water Company, for Owners & Residents of 
the East Verde Estates Community near Payson, Arizona” (Attachment I), currently 
being circulated in the EVP community. The EVP Water Committee requested that 
infrastructure improvements be made as early as September 2000 (Attachment 
2A), and was promised that improvements would be made as priorities permit 
(Attachment 2B). No infrastructure improvements were made then or since. The 
poor condition of the EVP water system was the most significant concern identified 
in the 2012 EVP water survey (Attachment 3, Section 5), which was reviewed with 
Brooke Utilities’ Robert Hardcastle in March, 201 3. Please explain in detail what 
improvements to EVP water infrastructure will be implemented by PWC, that justify 
increases in the average monthly water bill for EVP customers of $25.58 per month, 
or $306.96 per year. 

11. The PWC customers in the East Verde Estates (aka “East Verde Park (EVP) have 
long complained that the current base fee and rates for water service, though 
affordable, do not provide a good value in light of the frequent water restrictions in 
the community. The complaints of EVP residents are summarized in the attached 
“Petition to Prevent Unjust and Unreasonable Increase in Fees and Rates for Water, 
Proposed by Payson Water Company, for Owners & Residents of the East Verde 
Estates Community near Payson, Arizona”(Attachment I), currently being 
circulated in the EVP community. In short, PWC customers at EVP are facing a 
huge increase in costs for water service, but then PWC frequently and for prolonged 
periods imposes severe restrictions on the availability of water. The impact on EVP 
customers and their frustration are well-stated in the attached Payson Roundup 
“Letter to the Editor” in October, 2012 (Attachment 4). Most recently, in 2013, the 
EVP community was at Stage 3 water restrictions continuously from May through 
most of September. Please explain in detail what improvements to EVP water 
availability will be implemented by PWC, that justify increases in the average 
monthly water bill for EVP customers of $25.58 per month, or $306.96 per year. 

12. Referring to Document 000014551 1 of Docket W-03514A-13-0111, dated April 22, 
2013: PWC’s accountant, Thomas J. Bourassa is asked by ACC staff, “Why didn’t 
the Company provide a cost of service study?” [Bourassa Testimony, p2] Mr. 
Bourassa responds simply that, “The substantial expense of doing a cost of service 
study could not be justified” However, the determination of whether PWC’s 
proposed rate and fee increases for EVP customers are “just and reasonable” per 
Arizona Revised Statute 40-361 cannot be made without considering the cost of 
providing water service. Please provide the actual cost of providing water service to 
PWC customers at EVP, including supporting data. 
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In accordance with Item3 of Document 000014551 1 of Docket W-03514A-13-0111 , 
dated April 22, 2013, copies of this Request for Discovery and attachments have been 
sent to: 

0 J. Williamson, Payson Water Company (Supersedant of T. Hardcastle, Brooke 
Utilities) 

0 T. Bourassa (tibll4@,cox.net) 
0 J. Shapiro (jshapiro@,fclaw.com and wbirk@,fclaw.com) 

CC: Arizona Corporation Commission (1 3) 

Attachments: 
I. “Petition to Prevent Unjust and Unreasonable Increase in Fees and Rates for 

Water, Proposed by Payson Water Company, for Owners & Residents of the 
East Verde Estates Community near Payson, Arizona”, currently being circulated 
in the EVP community. 

Letter from Robert E. Gardner, EVP Water Chairman, to Robert T. 
Hardcastle, President, Brooke Utilities, regarding water system improvement 
plans, September 28, 2000. 
B. 
Gardner, EVP Water Chairman, regarding water system improvement plans, 
January 23,2001 

3. East Verde Park Water Survey, December 2012 
4. Payson Roundup Newspaper, Letter to the Editor, “Yes, We Have No Water”, 

October 12,201 2 

2. A. 

Letter from Robert T. Hardcastle, President, Brooke Utilities, to Robert E. 
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Petition to Prevent Unjust and Unreasonable Increase in Fees and Rates for Water, 
Proposed by Payson Water Company, 

for Owners 81 Residents of the East Verde Estates Community near Payson, Arizona 
(Reference ACC consolidated dockets W-03514A-13-0111 and W-03514A-13-0142) 

We, the undersigned owners and residents of the East Verde Estates community (aka: East Verde Park 
[EVP]), north of Payson, Arizona, object to the fee and rate increases for water service provided by JW 
Holdings, dba Payson Water Company (PWC), as described in PWC‘s application for fee and rate 
increase, filed with the Arizona Corporation Commission (ACC) on docket W-03514A-13-0111, and 
announced to EVP customers via Public Notice in September water bill enclosure. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

The justification for our objection is as follows: 
The rate and fee increases result in water bills at  EVP increasing by 115% to over 220%. Such a large 
increase is unjust and unreasonable, inconsistent with Arizona Revised Statute 40-361: “Charges 
demanded or received by a public service corporation for any commodity or service shall be just and 
reasonable. Every unjust or unreasonable charge demanded or received is prohibited and unlawful.” 
While the owners and residents of EVP properties understand that water is a precious commodity, 
PWC’s increases are driven in large part by a base fee increase of $145%, from $16.00 to $39.24 per 
month, which is completely unrelated to the cost of water. Such a large increase in the base fee is 
unjust and unreasonable. 
The extreme base fee increase is especially outrageous considering the frequency of water 
restrictions imposed on EVP owners and residents. For example, in 2013 PWC imposed Stage 3 
water restrictions at EVP, continuously during the months of May through September. It is unjust 
and unreasonable to  levy an enormous increase in the fee for water service, without assuring 
reasonable availability of water. 
Review of PWC’s application for rate and fee increase reveals that PWC’s justification for the 
magnitude of the rate and fee increase is unrelated to the actual cost of providing water service a t  
EVP. The increases are instead based on a target profit relative to asset value. While the owners 
and residents a t  EVP acknowledge PWC’s right to a reasonable profit, the proposed increases are not 
commensurate with the historical low level of service and water system maintenance provided by 
PWC. It is not reasonable to  impose a monthly base fee of $39.24 per customer per month, in order 
to support the cost of little more than running the well pumps, reading the water meters, and billing. 
The decrepit condition of the water infrastructure and frequent water restrictions a t  EVP attest to 
the lack of necessary maintenance and water system improvements, needed to justify any increases 
in fees and rates for water service at  EVP. 
The rate and fee increases proposed for EVP are inextricably linked in ACC dockets W-03514A-13- 
0111 and W-03514A-13-0142 for water infrastructure improvements proposed by PWC a t  the Mesa 
del Caballo community, which are completely unrelated to the circumstances a t  EVP. This 
administrative linkage between unrelated communities and issues is driving the implementation of 
rate and fee increases at  EVP without adequate attention to the specific considerations appropriate 
for EVP. 
The public notice of the rate and fee increases was given by PWC as little as 1 day prior to the Phase1 
hearing on September 25, in violation of Arizona Administrative Code R14-3-109, requiring 10 day’s 
advance notice, thereby violating the due process rights of PWC customers at  EVP. 



Therefore, we, the owners and residents of East Verde Park, hereby petition the Arizona Corporation 
Commission to require Payson Water Company to: 
A. Exclude EVP from the rate and fee increases proposed by PWC in consolidated dockets W-03514A- 

13-0111 and -0142. 
B. Address any proposed rate and fee increases at  EVP by an application to the ACC that is separate 

from the applications in Dockets W-03514A-13-0111 and W-03514A-13--0142. 
C. Support any proposed rate and fee increases at  EVP with an analysis of the actual costs of providing 

service a t  EVP. 
D. Conduct an evaluation of EVP water system vulnerabilities and upgrade needs to sustain future 

reliable operation, as requested in the meeting between several EVP residents and PWC’s Robert 
Hardcastle at  the offices of Fennemore Craig law firm in Phoenix on March 20,2013, and t ie any 
proposed rate and fee increases at  EVP to the implementation of necessary upgrades. 

E. Provide Public notice to their EVP customers at  least 10 days in advance of ACC hearings, consistent 
with Arizona Administrative Code R14-3-109. 

Signed by Residents and Owners at East Verde Park, Customers of Payson Water Company: 

Printed Name Signature 



EASTVERDE PARK, INC. 
HC 3, Box 510-A 
pagsoo,AZ85Ml 



J m  23,2001 

Brooke Utilities, Inc. 
P. 0. Box82218 B u l c e C -  93380-2218 

ROB€QUT*- 
(661) 633-7526 

Far(800) 748-6981 
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Payson Roundup 
As of Friday, October 12, 2012 

Editor: 
Approximately 10 years ago I bought a piece of property in a beautiful community on the East 
Verde River. After many weekend trips from the Valley we can now call this home. 

Yes. we have no water. 

Awhile back, even before driving through our entrance I could see the ominous number 5. 
Doesn’t get much worse than that. 

Yes, we have no water. 

I do my part - I go downtown to Walmart and I buy extra bottled water, fill several five-gallon 
water containers, take my vehicles to the car wash and collect rain water to help water my trees 
that are now almost mature. This won’t help the trees I put in last year, which are dead and 
dying. 

Yes, we have no water. 

I take our laundry to the Laundromat in town and bring the dog to the groomer for a bath and 
flush only as required. 

Yes, we have no water. 

In 1971 while on board a ship in the Tonkin Gulf I took military showers, wet, turn off water, 
soap, turn water back on and rinse. It’s 2012 and once again the military shower is in effect but 
not on board a ship. 

Yes, we have no water. 

Properties are for sale, but who will buy when there isn’t enough water? New homes have been 
built and continue to be built, some quite large; we have a bed and breakfast and weekend 
rentals. 

Yes, we have no water. 

Best of all, we have a brand new beautiful monument at the entrance to our beautiful 
community, stating, “A River Runs Through It.” 

Yes, we have no water. 

As people attempt to sell their homes or just live their daily lives I wonder why we have this 
problem? Well permits continue to be issued to build new homes and does anyone believe 
visitors will be concerned about our water issues. Will we all have to absorb the expense to drill 
our own well? A water truck pulls up to fill the only storage tank we have. We go from stage 5 to 
4 and then we get a half-inch of rain and go to stage 3, how does that work? Did that amount of 
rain give us that much more water? The powers to be are quick to shut off your water without 
much explanation, but slow to provide the water we should have. I am quite sure my concern for 
our water situation has been voiced by others in the past, and I certainly don’t have the answer 
today. I wonder how many others feel the same as I do and what can we do about it? As I load 
the back of my pickup with seven evergreens and my seven-foot blue spruce which are now 
dead and will cost approximately $800 to replace, I wonder - A river runs through it, but a 
“brook” controls our water. Yes, we have no water (in) East Verde Park. 

Lou Manganiello 


